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OATH OR AFFIRMATION

[l Willialﬁ Ych -, swear (or affirm) that, to the
best of my knowledge and belief the accompunying financial statement and supporting schedules pertaining to the firm of
Genesis Sceurities, LLC , as of
Dceember 31, 2005 , arc truc and correct. | further swear (or affirm) that neither the company

nor any partner, proprictor, principal officer or dircctor has any proprictary interest in any account classified solcly as that of

a customer, except as follows:

2 —— L\

TOBEFOREMETHIS = S
SOUA_may or_’mﬂﬁ 88 "

NOTARY PUBLIC

President

Tatle

SHANTILAL P. SENJALIA
Notary Public, State of New York
: : No 01SE5021561
This report** contains (check all applicable boxes): Qualified in Queens County
[ | Commission Expires December 20,
(a) Facing page, ‘

(b) Statement of Financial Condition.
(¢) Statement of Income (1.0ss).

(d) Statement of Cash Flows.

(c) Statement of‘Changcs in Stockholders' Equity or Partners' or Sole Proprictor's Capiltal.

D () Statcment of Changes in Liabilitics Subordinated to Claims of Creditors.

(2) Computation of Net Capital.

(hy Computation for Determination of Rescerve Requirements Pursuant to Rule 15¢3-3.

(1) Information Rckuing to the Posscssion or control Requirements Under Rule 15¢3-3.

{(j) A Rcconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

D (k) A Rcconciligtion between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation, |

(' An Oath or Af'f?l'|11alti0|1.

D {m) A copy of th¢ SIPC Supplemental Report.

D (n) A rcport dcscjribing any matcerial inadequacics found to exist or found to have cxisted since the date of the previous audit.

(o) Indcpendent iludilor‘s report on internal accounting control,

D (p) Schedule of scuregation requircments and funds in scgregation--customers' regulated commodity futures uccount
pursuant to Rule 171-5.

**For conditions of donfidential treatment of certain portions of this filing, see section 2401 7a-5(e)(3).
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BE8-JHCOHN-T « fax 888-JHC-FAX-1 = wavw.jhcoha.com

Report of Independent Public Accountants

To the Member
Genesis Securities, LLC

We have audited the accompanying statement of financial condition of Genesis Securitics, LLC (A Limited Liability
Company and A Wholly-Owned Subsidiary of Genesis Group, LLC) as of December 31, 2005. and the related
statements of income and changes in members’ equity and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Fxchange Act of 1934, These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant éstimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opmion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Genesis Securities, LLC as of December 31, 20085, and its results of operations and cash flows for the vear then ended.
in conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
information contained 1n Schedule I, Schedule Il and Schedule 111 is presented for purposes of additional analysis and is
not a requiréd part of the basic financial statements, but is supplementary information required by rule 17a-5 under the -
Securities Exchange Act of 1934, Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opimion, is fairly stated in all material respects in relation (o the basic financial
statements taken as a whole.

}// Lot 127

New York. New York
March 23, 2006




GENESIS SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

ASSETS

Cash and Cash Equivalents

Receivable From Brokers

ECN Rebates Recetvable

Sccurities Owned:
Marketable, at Market Value
Non-Marketable Securities

Property and Equipment, Net

Other Assets

Escrow and Security Deposits

TOTAL

[,IABH,[TIES AND MEMBERS® EQUITY

Liabilities
Accounts Payable and Accrued Expenses
Sccunties Sold, Not Yet Purchased, at Market Value
ECN Rcebates Payable
Income Taxes Payable
Traders' Deposits
Payable to Brokers
Payable to Customers
Total Liabilities

Commitments and Contingencies
Members® Equity

TOTAL.

Sec Notes to IFinancial Statements.

3-

$ 3.320.529
4,466,895
453,661

2.055.881
23,016
1,323,327
15.000
50.834

$11,709,143

$ 2,966,142
938,620
1.154.598
21,000
332315
142,911
207,229
5,762.815

5,946,328

$11,709,143



GENESIS SECURITIES, LLC

STATEMENT OF INCOME AND CHANGES IN MEMBERS® EQUITY

YEAR INDED DECEMBER 31, 2005

REVENULES
Commissions
ECN Rebate Income
Trading Income
Investment Income
Software License Fees
Unrcalized Gain

Total

EXPENSES
Licensing Fees
ECN Refunds and Commission
Clearance ard Exchange Charges
Depreciation and Amortization
Employee Compensation and Benefits
Communication and Data Processing
Qccupancy
Office Expenses
Professional'Fees
Advertising .
Other Expenses

Total

Income Befére Income Taxes
Provision fo; Income Taxes

NET lNCOME

Members® Equity — Beginning of Year

Redemption of Class C Members - Reclassification to Traders' Deposits
Cash Distribution to Class C Members

Members' LEguity — End of Year

Sece Notes to Financial Statements.

4-

$ 9.019.611
4,725,497
3,715,566

97.119
3,200

29.130

17.590,123

4,691,739
7.141,319
2,087,108
89,019
1,181,770
743,664
344,564
83,101
222,556
35,284
94,460
16,714,584

—_——— e

875,539
16,745
858,794
5,602,586

(332,315)
(182.737)

$ 5,946,328




GENESIS SECURITIES, LLC
STATEMENT OI' CASH FLOWS
YEAR ENDED DECEMBER 31, 2005

Operating Activitics:
Net Income $ 858,794

Adjustments To Reconcile Net Income
To Net Cash Provided by Operating Activities:

Depfeciation and Amortization 89.019

Unrealized Gain on Sccurities (29.130)

Changes in Operating Assets and Liabilities:
Securities Owned, Net (910,196)
Receivable From Brokers (2,933,555)
ECN Rebates Receivable 261,063
Other Assets 19,014
Escrow and Security Deposits 22,421
Income Tax Payable (2,520)
ECN Rebates Payable 553,358
Accounts Payable and Accrucd Expenses 2,651,553
Payable to Brokers 142911
Payablc to Customers 207.229

Net Cash Provided by Operating Activities 929,961
[nvesting Activitics:

Purchasc of Fixed Asscts {1.220,803)
Financing Aéti\fities:

Members® Distributions (182.737)
Net Deccrease In Cash And Cash Equivalents (473.579)
Cash And Cash Equivalents At Beginning Of Year 3.794.108
Cash And Cash Equivalents At End Of Year $3,320,529

Sumﬂcmemaﬁ Disclosures of Cash Flow Data:
Income Taxes Paid $ 12,800

Supplemcnté‘l Disclosure of Non-Cash [nvesting and Financing Activities:
Redemption of Class C Units of those Members Required to Maintain
a Dcposit with the Company $ 332515

See Notes to Financial Statcments.




GENESIS SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION AND BASIS OF PRESENTATION:

Genesis Seccuritics, LLI.C (the “Company™) is registered with the Securities Exchange Comnussion (the
“SEC™) .and is a member of the National Association of Sccurities Dealers, Inc. (the “NASD™).

The Company was cstablished in New York State on February S, 1999 as a limited hability company for
the purpose of providing financial services for trading NASDAQ and listed securities. The Company also
provides direct trading technology to the retail and institutional trading community. As set forth in the
Operating Agreement (the "Agreement”). the Company shall dissolve December 2025, unless the term is
extended by amendiment to the Agreement.

In August 2005, the Class A and Class B members of the Company exchanged their members' interests
for member interests in Genesis Group, 1.LC; the Company then became a wholly-owned subsidiary of
Genesis Group. LLC.

The Company has an agreement with another broker-dealer (the “clearing broker™) to clear certain
transactions, carry customers’ accounts on a fully-disclosed basis and perform record keeping functions
and, consequently, operates under the exemptive provisions of SEC Rule 15¢3-3k(2)(ii). In August 2004,
the Conﬁpany received approval from the NASD to begin self-clearing for its proprietary trading account.
In 2005, the Company received approval from the NASD to begin self-clearing its retail customer trading.
During 20085, the Company self-cleared its proprietary trading account. However, they did not self-clear
any customer trading accounts.

The Company utilizes a third-party to provide execution and reconciliation services for the high volume
ol trading in their account. Trade breaks, if any, are resolved each morning,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Use of Estimates:

To prepare financial statements in accordance with accounting principles generally accepted in the United
States of America. management makes certain estimales and assumptions, where applicable, that atfcct
the reported amounts of assets and liabilitics and disclosure of contingent assets and habilities at the date
of the financial statements, as well as the reported amounts of revenues and expenses during the reporlmg
period. Actual results could ditfer from those estimates.

Cash F,duivulenls:
The Company defines cash equivalents as all short-term, highly liquid investments with original maturity
dates of'less than 90 days.

Cash of $301.471 has been segregated in a special reserve bank account for the benefit of customers
under Rule 15¢3-3 of the Securities and Exchange Commission.

Concentration of Credit Risk:

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of cash and cash equivalents and reccivables from brokers and dealers. The Company
mamtains 1ts cash and temporary cash investments in bank deposit and other accounts, the balances of
which, at times, may cxceed Federally insured limits. Exposure to credit risk is reduced by maintaining its
banking and brokerage relationships with high credit quality financial institutions.

-G-




GENESIS SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

Property and Equipment:

Depreciation is provided on straight-line and accelerated bases using estimated lives of five 1o seven years.
Leasehold improvements are amortized over the lesser of the economic useful life of the improvement or the
term ofithe fease.

The Company follows the provisions of Statement of Position ("SOP") 98-1, "Accounting for the Costs of
Computer Software Developed or Obtained for Internal Use," which requires the capitalization of certain
costs incurred in connection with developing or obtaining internal use software. The Company also follows
the provisions of LEmerging lIssues Task Force ("EITF") 00-02, "Accounting for Website Development.”
which requires the capitalization of certain costs incurred in connection with developing, designing and
supporting the Company's website. All capitahized internal use software and website development costs will
be amortized using the straight-line method over three years once placed n service.

Securities-Lending Activities:

Sccurities borrowed and securities loancd transactions are generally reported as collateralized financings
except where letters of credit or other securities are used as collateral. Securities-borrowed transactions
require the Company to deposit cash, letters of credit, or other collateral with the lender. With respect to
securities loaned, the Company receives collateral in the form of cash or other collateral in an amount
generally in excess of the market value of secunties loaned. The Company monitors the market value of
securities borrowed and loaned on a daily basis, with additional collateral obtained or relunded as necessary.
At December 31, 20035, cash collateral related to securities borrowed amounted to $1,006,000.

Securities Transactions and Valuations:

Proprietary securities transactions in regular-way trades are recorded on the trade datc, as 1f they had settled.
Profit and loss arising from all securities and commodities transactions entered into for the account and risk
of the Company are recorded on a trade datc basis. Customers' securities transactions are reported on a
scitlement date basis with related commission income and expenses reported on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their contractual scttlement
date are recorded net on the statement of financial condition.

Marketable securitics and securities sold, not yet purchased are valued at market value. and securities not
readily marketable are valued at fair value as determined by management. Unrealized gains and losses are
included in results of operations. Realized gains and losses on sales of securities are determined on a first-in,
first-out'basis.

Commissions:

Commission revenue and related expenses are recorded on a trade-date basis as securities transactions occur.
Software License Fees:

‘The Company recognizes revenue trom the licensing of trading software based upon the licensee’s monthly
trading volume, subject to minimum use fees.

The Company expenses software licensing fees as incurred. Such fees relate 1o the use of third party software
for proprietary trading activities, and are incurred based upon the trading activity.

ECN Rebate Income and ECN Retunds:

The Company records Electronic Communication Network (“ECN") rebates and the related refunds on a
trade-date basis as securities transactions occur, The Company, at its discretion, may refund a portion of the
FECN rehates to its customers.




GENESIS SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continued)

Income Taxes:

The Company is not a taxpaying entity for federal and state income tax purposes, and thus only New
York City income lax cxpense has been recorded in the financial statements. Income of the Company is
taxed to the members in their respective federal and state income tax retums. The members customarily
make substantial capital withdrawals in April of each year to satisfy their personal income tax liabilities.
The provision for income taxes includes an adjustment for over or under accruals from prior years.
Deferred income taxes are not material.

Advertising:
The Company expenses the cost ot'advertising as incurred.

NOTE 3 - SECURITIES OWNED AND SOLD, NOT YET PURCHASED:

Marketable securitics owned and sold, not yet purchased, consist of trading securities at market valuc, as
follows:

Sold. Not
Owned Yet Purchased
Corporate Stocks $2,055,881 $938,620

Nonmarketable Securities $ 23016

Sccuritics not readily marketable include mvestrment securities (a) for which there i1s no market on a
securities exchange or no independent publicly quoted market, (b) that cannot be publicly offered or sold
unless fegistration has been effected under the Securities Act of 1933, or (¢) that cannot be offered or sold
because o other arrangements, restriction or conditions applicable to the securities or to the Company .

NOTE4 - RECEIVABLE FROM BROKERS:

The Company is required to maintain certain deposit balances at clearing brokers and agencies pursuant
to various agreements. These balances vary based on trading volume and market volatility. At December
31, 2005, receivable from and payable to brokers included deposits as follows:

Receivable Payable
Dcpbsits for securities borrowed/loaned $1.006,000 $ -
Deposits at clearing organizations 2.030,000 -
Payable (o clearing organizations - 142911
Fees and commissions receivable 1,430,895 -
Totals $4,466,895 $142,911

The Company clears certain ol its proprictary and customer transactions through another broker-dealer on
a fully disclosed basis.

NOTE 5 -RECEIVABLE FROM AND PAYABLES TO CUSTOMLERS:

Accounts receivable from and payable to customers include amounts due on cash and margin transac
tions. Securities owned by customers are held as collateral for receivables.

8-



GENESIS SECURITIES, IL1.C
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - PROPERTY AND EQUIPMENT:

Property and equipment are stated at cost. At December 31, 2005, property and equipment consisted of
the following:

Life _Amount
Capil‘aliicd software $1,010,000
Furnitute and Fixtures 7 yrs 20,584
Computer lLiguipment 3-S5 yrs 667,582
l.easchold Improvements Syrs 57,299
Equipment Under Capital Leases 5-7 yrs 44,896
Total 1,806,301

Less Accumulated Depreciation and
Amortjzation 483,034
Total $1,323,327

Dcprecihlinn and amortization cxpense was $89.019 for the year ended December 31, 2005. At December
31, 2005, accumulated amortization rclated to cquipment under capital leases amounted to $43,628.

NOTE 7 - LINE OF CREDIT:
The Cohwpany has a $250.000 unsecured line of credit with a bank. The hne of credit bears interest at the
prime rate plus .5%. Therc were no loans outstanding or no interest paid under the line of credit as of and

for the year ended December 31, 2005.

NOTE 8 - COMMITMENTS:

The Company conducts its operations from a facility that is leased under a noncancelable operating lease
expiring in March 2010. The term of this lease is five years at an annual rental payment of $218,672. In
addition, the Company is responsible for paying its proportional share of real estate tax escalations.
Rental expense amounted to $251,874 for the year ended December 31, 2005.

Future minimum rental payments under the above noncancelable operating lease in cach of the years
subscquent to December 31, 2005 1s as follows:

Year Ending

Pecember 31 Amount
2006 $248.,552
2007 254 528
2008 135,856
2009 97.720
2010 18,159

Total $754,815

9_




GENESIS SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK:

The Company’s customer securities activities are transacted on either a cash or margin basis. In margin
transactions, the Company’s clearing broker extends credit to the customer, subject to various regulatory
and intérnal margin requirements, collateralized by cash and securities in the customer’s account. As a
result of guarantecing customer margin balances carried by the clearing broker, the Company may be
exposed to off-balance sheet risk in the event margin requirements are not sufficient to fully cover losses
which the customer may incur. Margin accounts guaranteed by the Company at December 31, 2005 were
not material.

Additionally, the Company is exposed to off-balance sheet risk of loss on transactions during the period
from the trade date to the settlement date, which is generally three business days. 1f the customer fails (o
satisty 1ts contractual obligations to the clearing broker, the Company may have to purchase or sell
financial instruments at prevailing market prices in order to fulfill the customer’s obligations. Settlement
of these transactions is not expected to have a material effect on the Company's financial position.

The Company secks to control the risks associated with its customers’ activities by requiring customers to
maintain margin collateral in compliance with various regulatory and clearing broker guidelines. The
Company monitors required margin levels daily and. pursuant to such guidelines, requires the customers
to deposit additional collateral or to reduce positions, when necessary.

The Company 1s engaged in various trading and brokerage activities in which counterparties primarily
include broker-dealers, banks and other financial institutions. In the event counterparties do not fulfill
their obligations. the Company may be exposed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the instrument. It 1s the Company's policy Lo review, as
necessary, the credit standing of each counterparty.

In addition, the Company has sold sccurities that it does not currently own and will therefore be obligated
to purchase such sccurities at a future date. 'The Company has recorded these obligations in the financial
statements at December 31, 2005 at market values of the related securities and will incur a loss if the
market value of the sccurities increases subsequent 1o December 31, 2005.

NOTE 10 - CLASSES OF MEMBERSHIP INTERESTS:

,Througl‘i the period prior to the exchange of Class A and Class B members' interests for member interests
in Genesis Group, LLC, the Company had authorized three classes of interests: Class A, Class B and
Class C. The rights of each class arc identical except as otherwise specifically set forth in the following
summary:

Net Profits:

Class Cimembers receive a special allocation of profits. A member who trades the Company's proprietary
securities trading account receives a special allocation, determined by the mcmber and the member-
managers, of profit or loss based on that member's trading results for the period, provided, however, that
losses in excess ol the Class C member's initial and/or additional capital contribution are allocated only to
the extent that there are cumulative profits. In addition, there is no special allocation of profit, untl or
unless there are profits that exceed any previous loss which has not been allocated to such member. Net
profits rémaining after the allocations provided for above are allocated to the Class A and B members as
specifically set forth in the Agreement.

-10-



GENESIS SECURITIES, 1.LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 10 - CLASSLS OF MEMBERSHIP INTERESTS: (continued)

Net Profits (continued):

During 2005, the Company redeemed all Class €' member interests and required each of these traders to
maintain the same amount as a deposit with the Company. At December 31, 2005, these deposits
aggrega{ted $332,315. Cash distributions of $182,737 were paid to Class C members.

Net Losses:

Class € members may be allocated a loss for the fiscal year which results from a special allocation
provided for in the Agreement, but only to the extent that there have been cumulative previous special
allocations of profits to that member. Net losses remaining for the fiscal year after the allocations to
Class ¢ members are allocated to the Class A and B members as specifically set forth in the Agreement.

Distributions to Class A and B Members

At the end of each quarter, the member-managers determine the amount of net profits which are to be
distributed to Class A and B members and the amounts which are to be retained by the Company. The
Agreement provides for allocation of expenses, overhead charges, special allocations made to Class €
members, and reserves for accrued or contingent liabilities.

Distributions Upon Termination of the Company:

At the termination of the Company, after the Company has satisfied or provided for the satisfaction of all
the Company's debts and other obligations, the Company's assets will be distnbuted in cash to the
members and any disassociated members, as defined, whose interests have not been previously redeemed.
as provided for in the Agreement, in discharge of their respective capital interests.

Member-Managers:

The business and operations of the Company are managed by the member-managers. Member-managers
scrve in that capacity until they resign or are removed by vote of the majority of the holders of Class A
interests ("Class A majority"). After resignation of the last remaining member-manager, a new member-
manager may be appointed only with the consent of the Class A majority.

Disposition of Interests:
No member may assign, pledge. sell, or otherwise transfer all or any portion of the member's interest
withoutithe prior written approval of the Class A majority.

A person shall cease to be a member upon the happening of any of certain events, as defined, one of
which 1s the decision of the member-managers to remove a Class C or Class B member.

Liability of Members:

As provided for in the Agreement, no member (as a member) is liable as such for the liabilities of the
Company. The failure of the Company to observe any formalities or requirements relating to the exercise
of its powers or management of its busincss or affairs under this agreement shall not he grounds for
imposing personal liability on the members for liabilities of the Company.

-11-




GENESIS SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 10 - CLASSES OF MEMBERSHIP INTERESTS: {continued)

Acts of Members and Member Meetings:
All members who have not disassociated are entitled to vote on any matter submitted to a vote of the

members.

NOTE. 11 - NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities and Exchange Commussion Uniform Net Capital Rule (rule
15¢3-1), which requires the maintenance of minimum net capital and requircs that the ratio of aggregate
indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that
equity icapital may not be withdrawn or cash distributions paid if the resulting nct capital ratio would
exceed 10 to 1. At December 31, 2005, the Company had net capital of $3,708.410. which was
$3.386,797 1n excess of its mimumum required net capital of $321.613. The Company’s nct capital ratio
was .30 to 1.

NOTL.12 - INDEMNIFICATIONS:

In the normal course of its business, the Company indemnifies and guarantces certain service providers,
such ag clearing and custody agents, trustees and administrators, against specified potential losses in
connection with their acting as an agent of, or providing services 1o, the Company or its aftiliates. The
Company also indemnifies some clients against potential losses incurred in the event specified third-party
scrvice providers, including subcustodians and third-party brokers, improperly execute transactions. The
maximum potential amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is unlikely it will have to
make material payments under these arrangements and has not recorded any contingent liability in the
financial statements [or these indemnilications.

NOTE 13 - RELATED PARTY TRANSACTIONS:
The Company carned net commissions of $2,405.880 related 1o transactions generated from a company
owned by the wife of the majority member of Genesis Group, L1.C. At December 31, 2005, accounts

payable and accrued cxpenses includes $1,358,598 related to rebates due this related party.

Capitalized softwarc costs of $1,010,000 were incurred to a company owned by a sister of a member of
Genesis Group., LLC. ‘

12



GENESIS SECURITIES, LLC

SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2005

NET CAPITAL

Total Members' Equity

Deduclions
Non-Allowable Assets
Non-Marketable Securities $ 23016
ECN Rebates Receivable 453,661
Property and Equipment, Net 1,323,327
- Other Assets 15,000
- Escrow and Security Deposits 50,834

Total Non-Allowable Assels

i Net Capital Before Haircuts On Securities
Positions

t Haircuts On Securitics Positions
Net Capital

AGGREGATE INDEBTEDNESS

TOTAL LIABILITIES $5.762.815
Less: Securities Sold. Not Yet Purchased _ (938.620)

(‘OMI’?UTA'I‘[ON OF BASIC NET CAPITAL REQUIREMENTS

Minimum Net Capital Required {$250,000 or 6-2/3% of aggregate indebledness,

whichever is greater)
Excess Net Capital
Excess Nel Capital at 1,000%

Ratio of Aggregate Indebtedness to Net Capital
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$5.,946.328

1.865.838

4,080,490
372,080

— ey e T

$3,708,410

34,824,195

$ 321,613
$3,380,797
$3,225,992

2
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GENESIS SECURITIES, LLC
SCHEDULE 1 - COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2005

RECONC[I.[ATION WITH COMPANY'S COMPUTATION
(INCLUDED IN PART IIA OF FORM X-17a-5 AS OF
DECEMBER 31, 2005)

Net‘:Capital. As Reported In Company’s Part [1A

(Unaudited) Focus Report $4,809,303
Adji:ustmem‘s:
Change in value and classification of proprietary positions 20,914
Increase in accrucd liabilities (1.119.454)
[ncrease in haircuts (2,353
NET CAPITAL PER ABOVE $3,708,410
AGGREGATE INDEBTEDNESS AS REPORTED IN THE
COMPANY'S PART A (UNAUDITED) FOCUS REPORT $3.704.741
Adjustment - increase in accrued liabilities 1.119.454
AGGREGATE INDEBTI:DNESS PER ABOVE $4,824,195

Sec Report of Independent Public Accountants.
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GENESIS SECURITIES, LLC
SCHEDULE Il - COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDIER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2005

Credit balances:
Free credit balances and other credit balances in customers' security
accounts $207.229

Debit balances -

Excess of total credits over total debits $207,229

105% of excess of total credits over debits $217,590
Amount held on deposit in "Reserve Bank Accounts" $301,471

See Report of Independent Public Accountants,
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‘ GENESIS SECURITIES, LLC
 SCHEDULE 111 - INFORMATION RELATING TO THE POSSESSION OR CONTROL
: REQUIREMENTS UNDER RULE 15¢3-3

DECEMBER 31, 2005

~ Customers' fully paid and excess margin sccurities
. not In respondent's possession or control as of the
report date {(for which nstructions 10 reduce to
- possession or conlrol had been issued as of the
- report date but for which the required action was
not taken by respondent within the time frames
~specified under rule 15¢3-3) None

: A. Number of items None

* Customers' fully paid securities and excess margin
securities for which instructions to reduce to
. possession or control had not been issued as of the
"report date. excluding items arising from
temporary lags which result from normal business
~operations as permitted under rule 15¢3-3 None

A. Number of items None

See Report of Independent Public Accountants.
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Report of Independent Public Accountants on Internal Control

To the Mcembers
Genesis Securities, LLC

In p]anfping and performing our audit of the financial statements and supplemental schedules of Genesis
Securitics, LLC (the “Company™) as of and for the year ended December 31, 2005, we considered its
internal control, including contro!l activities for safeguarding securities, in order to determine our auditing
pmcedlires for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control.

Also, as required by rule 17a-5(2)(1) of the Securities and Exchange Commission (the “SEC™), we have
made a study of the practices and procedures followed by the Company, including tests of compliance
with such practices and procedures that we considered relevant to the objectives stated in rule 17a-5 (g).
in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(¢)

(\) A

Making the quarterly securities examinations, counts, verifications and comparisons. and
‘ the recordation of differences required by rule 17a-13
3. Complying with the requirements {or prompt pavment for sccurities under Section § of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System
4. Obtaining and maintaining physical possession or control of all fully paid and excess

margin sccurities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and mawmntaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required lo assess the expected benefits and related costs of controls.
and of the practices and procedures referred to in the preceding paragraph, and to assess whether those
practices and procedures can be expected o achieve the SEC’s above mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
foss from unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of {inanctal statements in
conformity with accounting principles generally accepted in the United States of America. Rule 17a-5 (g)
Lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Because of inherent limitations in internal control or the practices and procedures referred to above, crror
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deterioratc. Our consideration of internal control would
not necessarily disclose all matters in internal control that might be matenal weaknesses under standards
established by the American Institute of Certified Public Accountants. A maternial weakness is a condition
in which the design or operation of the specific internal control components does not reduce (o a
relatively low level the risk that error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. However, we noted no malters involving
internal control including control activities for safeguarding securities that we consider to be material
weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures
were adequate at December 31, 2005 to meet the SEC’s objectives.

This report 1s intended solely for the information and use of the members, management, the SEC, the
National Association of Securities Dealers, Inc. and other regulatory agencies that rely on rule 17a-5(¢)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

o
SH e LY
O\f U

New Ybrk, New York
March 23, 2006
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